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Dear ES'iF' or Madam:

Thm 18 in reply 10 your ‘applicatnon for raqognitwn of exemptlon under sacnon 501&::)(3) of the
nternal Revenue Code.

We have reviewed the information you have. submitted and have concluded .that you do not

| _qualify. for.recognition of. expmpuon under section 50l{c)(3).of the Code because. you.do not satisfy

‘In.addition,. you are aperating for
by reason of your
mvol,vement in the housing project or projects you: have entered into with qompanles which are
appmenﬁy owned or eemrollod By him. . .

gither:the organizational or operational tests of section 501 e)l(3).

- The: information you have submntted establishes that the local - county govammant has -

oxpreased an interest.in assuring the ‘existence. of a-supply of desirable and affordable housing for
u $enigr citizens, the disabled; and other qualified persons in order

to: es'm’:bﬂsh a balanced commmty» Jn qrder to accomplish this goai guidelinea have been

‘ estabpished by.the county to review.land use applications, esmbl&ah affordable rental rates and sales

prlces astablish criteria for admission and occupancy and to develop and, pnontized ‘ourrent and
long. mhge housing programs These guidelmes envision a certain amqunt of pﬂvate sactor
irwolvament.

. The housing guidelines: establish various categories: of propmy purchasers». ‘These ¢ategories
are dellneated numerically. | through 4 and the special rasident oceupled category (hereinafter
referred toas RO), These numbers are equated in the county housing: guidelines to Tow, low-
moderate, upper moderate, and middle income lavels. In addition to income:. levelg, maximum unit

: p:ices ‘have been set by the. county.

You-were established infl® for the purpose of acquiring; holdmg, renting, transferring,
ancumbenng and:developing real property and improvements. for the purpose of providing affordable
hor.psmg, open space, parks, golf courses, recreational facilities, and other similar benefits for
personis in& In your letter of RNENNGEGNNNEND you have stated that you are
providing housing to low income and truly needyfamilies. B -




7 I8 .your, mvolvement ina

‘ Other information you have submitted esmbhshes that infiliilpyou were
 tesdédiil acres of the and later received quit claim déeds 16 4 partlal intarest in
! rental umts which were being sold by to. the current tenants. 5 :

, You have stated that your housing. proiects will follow the county a ‘:dable hoUsung
gumdllnea. +You recognlze that these guidelines do not satxsfy the. Sem oharitabl- housing

gumélir[es as:set forth in Rev. Proc. 96-32, 1996-1 C.B. 717 b set by the Foderﬂ Department o

of Housing and Uiban- Development (HUD). In your letter of you state ‘that you

.aaveideparted from HUD guidelines: 1o reflect aperational experience’and account for local

sonditions. These conditions. mclude the large amount of income ‘earned e!sowhere by, wealthy

; tesidents and the extrémely high prices of the local.-feal estate market:- Inyour letter.
- of] when. asked for a.census of the housing: proiects you have. been involved:in by

© -incoriie’ ‘level,. you state. that you do “not possess, or-have the [ability to secure, statements as to

" theiriactual financial condition, other.than the-fact it is Clear. they were tru‘ly memo;ious, low

e “incorme;: local resident employees.® You also state that through this. program yoﬂr are acting to

-jessen neighborhood tension and eliminats discrimination prejudice and commumty ‘deterloration.

However, you have- provided no informatlon describing your precise. efforts in thls rogard

*is a for-profit corporation-which owns land - ad[acent 10-YOUr | pmpertles. It; is the
succpasor ininterest to a company of the same name. - Your president and- apparently ; sole-
member since is-the president of both ~and

. has:an exclusive contract with you
to Build housing on the ! acreage you hold. You have repremod ‘that
“dso has a contract with (BN to develop s holdings:  In'

WD, you amended. your.Asticles of Incorporation to require that if-you receive the loan to
develop the land you own:you will. only be permitted to- -engage in such activities:as dre incident to

the ownersh(p, management, and operation of the | property in: accordance mth the excluswe
..comracts you have with * -

DU f\‘-bu have entered intoa Ioan agreement
. with] to finance a portion of the devplopment of the properties held
by -and you. - Section 10.186 of this agreement. provides that the. obllgation 10’ repay the
loaniis;joint and severable:and the Lender may look to a of the barrawers for the.
performanice-of any or all obligations. In your letter of you referto the Y

project as part of a joint development application by. JlEPaid ' - In-addition, in
©. yous letter to .

. thatiwhat ‘appeared initially to be the separate development of two pieces: of property
‘~:.,become a 'jount application for the development of affordable housing.” . :.

e As mdacated above, this development project involves two separato,parcels of {and and
Inclides one separately identifiable spacial program. The first. parcal of land is the 65 acres of land
whnoh wag grénted to you, referred to-as Parcel B of the As:previously stated,
this’ land is. partial security for. the loan received from Thé second
identifiabla parcel.of land. is:the remaining. 100 acres of property. held. by Thislandis
adjapgnt:to your holdings. As stated.above SN a for proﬂt oompany and your president,

is also its president

_deed-restricted affordable housing community on the proper! -
a_Corporauon hereinafter raferted to as
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- -+ Fhe.special program:lhvolves your proposal to offer-to convey at least 20, percent of alllots
devieloped on ‘ﬂ\ebm.wmm’ee@, and low-paid emplayees of essential community non-
profitiand public service organizations.. All the lots will ‘be pravided fres of charge and you will bear
the-cdst of construction. .You indicate; that In most instances you will.not be‘invalved in selecting
-recipients for this program. YIMENPhas signed copies of all the-correspondenice you have

* submiitted regarding this program.
] "In addition to your involvement:in the above describad hotislh'g._:d_pv@{@pmqnt';projqct, which is
3till inf the formative staga, your primary activity has been your/involvemment in the’sale of rental
. -property heid by SMIENENER- These rentat properties were sold in feo by (NN rimerily to the
then;durfent tenants. under the ‘RO section of the County, Affordable Housing Program, The -
R mmary of Subdivision Sales indicates that some of the properties were sold to qualified category
' smployees. (middie income level-or higher). Under the county guidelines thera were no income
~agtrictions-for participation;in the RO pragram. However, there were limita on.what a unit would"
8¢, +In.addition, the properties on (IIEEENwere subject to certain-extra réstrictions, not
> artinéit to this ruling, which were imposed by
. B It appears that to facilitate this program you were given quit.claim-deeds by}
WD« ‘the interests it had retained, after the sale to the tenants, in the approximately 46
‘housing units which {NEENhad sold under the RO program, - These quiit claims deeds were
subseéquently released by you to-the. purchasers of the rental. units. AT

+ I your letter of (NN you described your precise rols in this péogram as having
.made Tup to ~..gift_a of-up t0°20% interest in atfordable housesand land 1o exisfing tenants and/or
*qualifiod: emiployess . . .* - These "gifts*, also referred: to as “grants® have been:described by you
in various ways.. In one case you describe these “gifts"-as-being "in the form of-fees and expenses

: 10 further:the effectuation of the gifts of land”. You also-describe your. dctivities réceiving "tax
-deduétible gifts .of lke amounts. of land; buildings and cash which is represented o. differance

------ otity, SN .~ In yorletter of

- between gross: receipts.and net recsipts by the giving e )
-4  you deseribe. the transaction &g contributing the: 20% interest in these
-propetiés to the purchasérs’of the properties. Elsewhere, this transfer of interest:is described as a
. -gift by e landowner WD to you and a subsequent grant.by-you to the'purchaser. It is
-aisp clear from the déeds that you were required:to. make, & payment to.the.purchaserof the -~
Property to enable the Wansaction to bs completed. Exhibit:A, Addandum #5.to.the.flrst deed you
. ' submitted states that "Buyer’s performance hereunder is contingent upoh Blyer's.receipt at, of prior
++, %, closing of a.gift of an undivided twenty percent (20%).interest in and to thé Property from
- , 2 W onprofit corporation. . L%, - - L0

In.your letter of you state‘that the 'size of the *gift* was established
‘through: negotiations between. ] and each individual home:byyer. You also represent
that iniéach. instance the gift included the paymeit of closing. cost. and points by Y
iThis a}ip‘ears_’ftbfbe contradicted by information in the Sumrnary of Subdivision sales: which
indicates that:the buyer pald closing costs on several.occasions.] The amousit of the gift.is
* siplained In your letter of*as the difference between gross sales:proceeds and
+uisales proceeds. This letter.also states that these.gifts and the size of these gifts'was approved

‘?!6-._1 *have provided sales. documents on two of the.propesties. ‘However, we only have the
quit chim deed: from one.of thess two transactions. This quit claim- deed was. given fo.you by [l
e 'but the property appears to have been sold under the':RO prqg_ram-'prior

i




*o' th;s date. A review of tha two representatlve deeds re thatJn one case tho deed states.that .

the. biyer- received ¥00% interest:in the .property from The other does:niot indicats the
—wnount of property, interest recsived.

lmvour letter of —you state that 14 of the; prwrouuly discussed gifts were
made 1o the Jocal governmental housing. authority, which then, purchoser.l ' e'umts and leasad them
wuh op'aon to purchase. to: significantly financially. disressed families."” However, the Summary of
Subdrywian Sales Indicates that the propertles purchased by ﬂn housmg authonty havei or will be
sold aofertber RO or Category 4 sales. | *

Sectxon 501(c)3) of tho Codg' provrdes for the exemption; fmm federal income tax of
Eiy gamutiona organized and opcratad .exclusively for charitable or educational purposes '

s«.ﬂon 1.60H{c)(3)-}(a) (1).of tho income Tax Regulations states’that in order to be exempt -as an

organozataon described in socuon BOIEN3) of the Code, an organlzaﬂon must be both ‘organized and -

oporated exclusively for one or more purposes specified in tluueoﬁon. lf an organization does not
meet. erther the organizational' or the operational tost, it is not exempt .

Sectron 1.501{c)(3)-1tb}{) (i) ot the regulations provides that: in general an organizatlon is 5
orgamzed excluslvely for one’ or. more exempt purposes only it rxs aruclw of orgamzatlon-

(a) rivit the purposes of such organizamon to one.or- more exempt purp0ses and.

(b) Do not. expressly empower the organization to engage, otherwise than as an rnsubstant:al
part ot its activities, in activities which in: themselves ara; not_Tn funheranoe of Oné.or more exempt’
purposes- . ;

Seonon l 501 (o)(3)-l(b)(l)(m) of the regulations provldes thet an orgauzaﬂon is-not organized
exelusmly for one or more:exempt purpases if its articles- exprossly smpower it- to wrv on,

mhorwlse than.as an msubstantlal part of its activities, activitieg which-are not.in fw‘tharance of one

4 mora ‘@Xemipt. purposes, even- “though:such organization-is, by: the tarms of such; amcles, oreated
Jora. purpase that is no: ‘wroader #han the purposes: speciﬂod in-section 501 (c)(3) . THUS, an .
urgamzasocm that is empowered ‘by #ts articles ‘to.eéngage in a ‘manufacturing business or" 'to -
angage Inthe operation. ofa _social elub’ does not meet the organizitional test: regardless of the fact
‘that, he artrcles «may.state that: such orgamzamn is created ‘for chamable« purposes wnhin the

hainks

raeaning of secbon 501 (c)(a) of the Code.

Sécﬂon 1.501 (c)(s)-l(b)(l)lml of the regulations provides that in no, case shau an: orgamzaﬂon be
oonsrdéred 0. be arganized exclusively.for one or more: oxempt purposes, if, by.the terms of its

artlolw,,the purposes for which such: organization is created are: broader- than the purposes specnfied -

il section 5Q1(c)(8).: The fact:that the actual Gperations of such an organization. -have.been
ﬂxoluswely in“furtherance of one oF more. exempt. purposes shall:not - be sufficient: to permit the -

ganMon to meet the orgamzaﬁonal test. Similarly, such an orgamzatson ‘will not. moet the
mgarﬂzaﬁonal test as.a result of statements or other: avidence that the members thereof intend to
operate onty in furtherance of one-or more exernpt purposes. : .

Secuon 1 501 (c)(3)—l(c)(l) of the regulaoons provides that an orgaruzation will bo regarded as

uierated. exolusavely tor one or_mare exempt purposes only if rrengagas primarily i m activitles whlch e T

acoomplsh one or more of° the exempt purposes specified in. sectqon 501 (c)(a) of the Code. An




- drganization. will not be so regerded, if fridre than an insubstantial part:of its-activities is not in
. furtherance-of an exempt purposa. : : . R
‘Section 1.501(c)3)-(d) (i) of the regulations provides that ani-grdanization'is: net organized
. or.aperated .exclusively for one or Mors axempt-purposes unless it-serves. a public rather than a _
' . ..prvateintarest. Thus, it is necessary.for an organization to establish tiat it is not, organized or
" : “operaged for-the benafit of-private interests such as designated. individuals; the créator or his-family,
. shiareholders of the organization, or persons controllad,. difectly or indiréerly, by such private

H PR K . ' . Tt -
o " «1 1'.‘ . . . . . I . . , N . ':
.. Section 1.5014e)(3)-1(d}2)- of the regulations: definies the -term “charitable’ as including the
_ shiéf.of:the poor and distreased. or of the'underprivilaged, and the.promotion; of social weifars by
~rgariizations designed to lessen neighborhood tensions, to eliminate.prejudice and-discrimination,
: ,r"i:gj'r"cqmba't' community deterioration.and. lessening the burdens of governrhent. -. . = -

- 4,D4/1660,’C:B. 1948, 375, the

-Wash :D.C.,dnc, v. United States,:326.U.S. 279 (1945),

Supreme’ Court of the United States held that the presence.of a

. | norexpmpt purpose, if more than insubstantial, would destroy tax exempt status as a charitable
- organization, : : . T : oo

'. ~;. ' ':., 7 QS N
"+ - {1974}, holds that an organization. seeki _ X € it
 burden; of. proving that it satisfies the requirements of:the particular exemption statite; Whether an

ates, 505 F2d 1068 -

| organkistion has satisfied the operational test is a quéstion of fact.” - ,

Pl 'ﬁ‘m‘mﬁmﬂw@,n#m 344 (4th Cii. 1973) cert. denied 413 u.s.
" ... 910(1973), the.court held that operating for-the benefit of private parties Gonstinitas & substantis)

I EST of Hawaii v. Comimissioner, 71 TC.1067 {1971} exemption:wais denied to an.
arganization engaged in training, sermirars and: lectures; in the areas of.intrapersonal awareness and
P enmmunication.  Such activities were condlctad under licensing hmg@%i&,vﬁﬁtfé‘r"épréﬂt e
wrganizations. The activity-served the commercial purposes: of the for-profit corporations. -

: Rev Rul, 70-685, 19702 C.B. 115 provides that honproﬁt houmng pigam;éﬁm ‘Greated to

e _-aid low'and moderats income families by lessening neighborhaood tensions, -eliminating. prejudice and '

- - discrimination, and combating community deterioration may qualify, for ;exemption;under section
. '501‘(@}(3-)ofthe(:ode. : L o AR RIS
o "li.‘l)bﬂevenue Ruling provide. several-Hlustrations of organizations ,WhICh‘ﬂﬁgh:t.Quqlw_for
. exari)qt_ién undet section S0i(c)(3). In situation #1 an .organization providing. homes for low income:
- - families. whio Otherwisa could. not afford thém. was considered. to be, relieving the poor and

o _.'_ L . uistressed and qualify for axernption under section 501(c)3). ‘In situgtion #2°

. an organization farmed to amelioraté the housing needs of minority groups by building housing units

. for.salei 10 persons-of low and'moderats iricome. on an open occupancy basis ‘wasdeterined to
. quélify:far exemption under section 501 (cH3). In situation #3 an organization formed to formulate
~,plans foi;the renewal and rehabilitation of a particular area in'a city as a residential: community was
- - Hiekid40 quakfy. for exemption under section 501(cH3). ‘ The organizatioiY’s pilrposss and activities
. - combiatieommunity deterioration by assisting in the rehabilitation:of an old:and run.down residential

ng a ruling as to vreeognitioh; of its'tax e'xe‘mpt status has the .
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 area,’they. are charitable within: the.meaning .of section-501(¢i3) of the Code. O the-other hand -
| situation  #4 held that.an organization formad to: build new housing, facilities for-the purpose of
- nelping families to secure decent, safe; and sanitary Housing at prices they can.afford.did not
fualify:for exemptioin under section 501(c)(3). -The-organization; planed:td oact tiousing that it to | |
- -he refited at'cost to moderate income fanillies. ‘Because the ‘'ssganization’s;pragrani-did not provide -
...Telief 10 the poar or to camy out any. other. chariisble-purpose: within the maaiing of the regulations
" " apphiéshbis to section 501 (cH3) of the Code, it wias not entitied to éxemption from:Federal income -
- :tax under saction 501(c)(3) of the Code. P Do o

[

... .~Rev.Ruls. 85-1, 1985:1C.B. 177, and 86-2, 1935-1 C.B. 178 describe organizations that are
- trnsideréd. to be lessening the-burdens. of govemment and.qualify for exemption tindet ‘section
i Jc)(3) of the Code. These révenus rulings. set forth a.2 part test to be used:in'making: this-
- termination. This test requires a determination as to whather a.governmantal Linit considers the:
- "ganization’s activities to be'its burden and whether these activitiss.actually lessen:thé burden of .
.18 governmental unit. Thig requires-an objective manifestation by the IGcal goveiriment that it
-+ Jisldesy tha organizatioris activities o be its hurden and a factual analysis. to, determine.whether
.. -he:burdenis actually being lessened.. - N

. Rev_Proc. 9632, 19961 C.B. 71, provides guidance on.the qualification. undef section
oL .T01{c)(8) for. organizations engaged.in.low income housing. The Rev. Proc: providés that.an
.+ §. . organization will be-considered to relieve the-paor and distressed if it establishes that 75 percent of -

DU theumids are occupied by residents that qualify as low-income. and that either (a}{(20 percent of the

s+ 7 .'units are occupied by very low-income residents or (b) 40 percent of the units are occupied by
. resideits that do.not-exceed 120 percent of the area’s very low-ineome mited. In addition, the
- units Wasst be. affordable to-thed residents. - This will.ordinarily be satisfied by adopting a
government-imposed rent restriction. o e

", - Section 4.0of this revenus procedure provides that-even if an;organization:does. riot satisfy the

", mechianical safe harbior guidelines, a spacial facts -and circumistances, test may-be used to establish

. ‘that & Rousing :arganization. is ‘operating.ta relieve the poor and distressed and qualify for axemption

o

. . underisection 501(¢)(3) . The facts and circumstances discussed in this section of the revenue
- procédure.includ 2, anly. imftsd deviation. from the safe harbor percentages; limitations on the -
: ‘amotit of rent-or mortgage payments or restrictions- on' the houssirig to ‘ensure it remains affordable; -

" ., comifhtnity-or government participation; additional social services for. the residents:and an -
- -sstablished relationship with-an existing 50l(c)(3) organization. = = = . - ® - -

- . Your Articles of Incorporation state that your purposes aré to provide ‘affordable housing-and
.75 . siso permit:you to provide open space, parks, golf coursss, recrestional facilities, and other similar
CEL v T henefita for. persons:in Pitkin County. . Providing social and recreational facilities-eXcaeds the -
L7 Tiimitations set by the purposes clauss of the organizational test.af section 1:501(c){(3j+{b)(N) of the
- regulations.. Accordingly, we have.cancluded that you are. hot ofganized exclusively; for charitable
- 'or ‘othes. purposes which would qualify you for exemption from.Federakincome’ tax'under section
501(6H3) of. the Code. S S

;.in eddition; inﬂ.y.ou-jamenqed;your Articles of Incorporation tn:require that if you receive
1@ loan to_ develop. the land you-will:only be permitted to-engage in such activitiés as are incident
10 tha awnership, management, and operation of the. property I dccordaiice with ‘the exclusive
contracts you have with Sl ) As previously noted, __ ] is.
g for—pmﬂt organlmtionﬂ\e president of which is-your sole member and-president; WD By

Py . . * ‘ . " .

vpooe .
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£ ; unlm ut serves a public rmﬂw than a private inwm.»ﬁémuse your govermng L
wres you- to contract with this: company k does not;saﬁsfy the eqmrementn of the -

o -Funhormore, in ordes: fof you to establish that vomqualify for. reeagnmon of exemptmn ‘under, ¢
. sacuon BOT(c)(3) of the Code you-have the burden to:establish, that you clearly are. and will
© | contieto"be operating. exclusively for, charitable purposes:within the moamno of; section
. /501(c¥(3). ‘Ses Harding Hospital, Inc..v. United:States, Supra. in"Oid
" States; g_ggg, the court. held that operating. for the benefit-of- private parhasconst;tutas a
substanﬁ‘al non-exempt purposes. Exemption is denied if it appeas that noncharitable or
e noneduzauonal activities g;g moré than lnsubstantxal; See ~

W ‘The}lmtommlon you hava submitted estabhshes that you were created o’ provude affordable
s ',,heusmq for individuals emplayed. in the-area. For ease of discussion we are troatmg the
' _s_vanouq .aspects of the development plan for the_as saparats proqrams g

: Thar sole- program that has'been accomplished to.date invoivod your ass:snnq ﬁ
‘ relatod, fof-pl'oflt orgamzawn in a_program designed to allow tenants on propeny ‘owned by
‘ 'purchase the- ‘housing. units they were previously mming Another progmm mvolves
developing. the remaining WINMMDroperty including both yaur hoklings and the, property. still
- Yowned.by WD The final program. you: have described: mvolvas prowdlng housing to charity
e w;lunteers and public sarvice: employees

- . The firat’ projoct involyed: the sala of rental-property to the;,then current occupam:s.
. had.some rental units on it sits, ‘It decided to sell these units to-the then ¢uirrent reidents Linder a
¥ ,-mall ‘program established: byme local govemment This nroject was approvedeby the local
«';usnhg authorlty with. cartain‘restrictions. Your parﬂcspauon in this: _program.-was ‘to make "gifts”

: "”usmg anits. from ‘It appears. that these funds or rights, which:appear to have been

' ated ta you by § thtough the quit claim deeds, represent ths’ difference. between gross
ales proceeds.and net sales. proceeds. | it is not ¢lear from the financial- infomatwh subnmted
Lo arr actual-transfer of monies ever occurred. However,; t'i5:cléari froni thetwo

Loap ;mive deeds you provided that the individual’s right to pumhase the. pmperty Was

,;mndtooned upon your making this "gift® or "grant* to the prospeetivo purcheser At fs-also appears
that ~danatlon of.quit-claims to you enabled or assisted- itin sclling mpropertles. In

i it is unclear whether these quit claim deed had-any valise. . For ammpta “the: deed -of sale of.
pigge.of property indicated that MM sold 100 percent of its intersstito: the -purchaser.
.;Therafore ‘ aven h you.had.a quit claim deed on this piece-of. proporty i may have ‘been
Jworthie % peared to have already sold its entire.riterest in this property.
wever, even though nothing of value may have been transfeited, it appears that your =
voli? enent may-have:enabled: beabletoindkecﬂydwgomafo&ﬂwseumﬂmn
W issible under the: sittier the housing guidelines or WIMNNENENR Accordingly, it
appaarsahat ﬂ\mugh ‘your.participation. in ‘this_ transaction, you were sérving the. pﬂvminterestof
‘_— Servingtheprivatemerm ofafor—pmﬁtcovpomﬁonls asuhstanﬁa! nonexempt

ot grams of certain lnterm in the housing uriits-and land- ormatiny o thé-idivituals purchasing - ..




dition, the lnformaﬁon ou. have submmed @stablishes th 1

. a for profit:corporation..,
T Presldent who is also the

- President of
e '..rglated:for-prof‘t companies have

o also mutuailyenmmdmanagreemm”.nh,
borrow mongey to davelop all’ the myopetms Such a artaagennnt aervn ‘the pnvate
Interest of

and preclddes nxempﬁon

R (1) have stated that the persom purchasmg housmg through this resudant occUpied program
B were inlow income brackets However, you have not provided: any mformauén 10 conﬂrm this :
s gsse_(;ton An your Iet:er of! you state that you do not:possess,. ar ghaye the. ablhty to

: financial condition. , .* In] facttha submrtmd information

it Is clear that you have neither sausﬁad the’ income guidelines "
L , upra, or-those. set by HUD, Furthermiore, there 8. 1o} mformatnon
"ombusnm that. your parﬂclpatton in the RO program satisfies the. altérnative’ tactp and ' :
' 'r_qu'cmdmnces ‘test in Rev.. Proc.:96-32, su upra. .You have not showri any" commnty or government
involvemem ‘there are no- special services provided resldents and you, -have submiﬁtod ro-.
' m?ormaﬁan sstablnshmg only minor vafiat:on from the safe harbor gusdellnes SR

o Acmrdmgly, wvespecﬁvn of the- nature of your actual mvolvemem in thas program your
", agtivitigs'do- riot. benefit-a cheritable. class

R or accomplish a charitable pu:poae. F}.Kme_rm'e, they
- Thenesit the private interests SIS * Therefore, your involvement in this -
| . program does nat agcemplish;.a 'changabla purpase whioch could enable your to iquialify. you for, -

t *\xemrmonunder section 501(c)(3) of tha. Code. ~lnasrﬁuch ds ﬂ\is'il‘ivclvmfappqars to more

Ff,han a0’ msubnnntlal part of your actwitm, you had a mora than-i
' sectmn 501(‘:)(3) of the Code

s cannot quallfy for exemp’aen under-
.l smza

' ‘: ‘: :'?i" —
involved in thns program wem sold

Wa recogmze that 14 unm

“than re;et to the tenants or ather individuals. HOWaver,

vt the! ovarail project. Bacause

k. 7as'.m9¢e-than'~an insubstantial |
™, ‘50!(0}(3) of the Code.

_been donated to you by

Do and
yourArﬁdes of: ‘Incorporation.to contract ‘with

progerty you own. - In addition, you, ~and» '

- wgréemem uglth

:the non-charitable aspect of your: parhnpauomn thu RO progtam

figinally established, you contemplated sonstructing affordablahousing dn-the 65 acres
i However, it now appears that |

‘ " :"joint application. for the develdpment of affordable housing” invi both yourholdmgs and the
“mpenvandunlmﬂweservimof&e e

m the loeal*g‘qv'qmment -and
these units'; amoum to, ‘But’ "a milnor partion

, you domt qualtfy for exemptwn ‘under

you.are engaged in a': .




Accordingly, we have:conciuiied that o

hude you have not satisfled 'iﬁé'-'requirérrjents of the
al test set forth in‘section 1-501(c)(3):)(d) i) of the regulations. - S

ire-recently proposed. aspect.of your program.involves: mwdmg housing to volunteers:. - -
' commuriity’non-profit and publie $8rvics’ organizations. In your

You state that you'intend to convey: at léast 20 percent .of all lots -

that the sales will ‘be-made only to:members of a charitable. class. In. addition, this appears

iat least in' part, a project of NN becauss they appear o' own at least some- of the -
ndicopies of all the correspondence you hiava‘submhj_m'd.toﬁa‘fdid'g_ﬂyi#_'qrq'gram' have beéen .

inéd: on behaif of [N Therofore, this is not & qualifying section 501 {el(3) ‘charitable. )

sgram:becéuse a charitable class is not bei served and because it, in-part, serves the private
Interosts of D or. AN, " ; -

IS .;qﬁqgﬂgérmor:e. this aspect of the develdpment.only includes, 20-percént of theioverall project.
' - Therefore, aven If it. qualified as. & charitable program,; moie than-an insubstantial part.6f your
- ities: still do ‘not.accomplish.acharltable.purpos‘g-. - LT e R

) ;.-_f'/}gqolgdlngly, under. the facts presented the described program. to- provide: housing to charity-

“valuntgers. andpublic setvios employges does nat establish that:yous qualify for. éxemption under
ion BOI(CH3) of the Coda.. - I '

. ... . -On'the other hand, org nizations operating to relieve the birdens. of government may qualify .
- for.recognition of exemption under seetion 501 (c)(3) of the Code, ' Rev Ruls, 85-1 and. 85-2; supra,
- set forth'a.2 part test ta be iised in detérmining whethier an g an is- acting to:lessen the’
. .;:byrdeqﬁ.of:gbvgmrmht:and;ca'n:qualifv for exemption-under section 501{e)3). “This test tequires a ,

~'determination as to whether a governmental unit-considers the' cirgandsiticn’s activides to be its

biirden) and whether. these activities actually lesgén. the burden of. the governrhisintal unit. This .

"ulres an objgctive manifestation by the local goverment that it considers the organization’s

. lagsened.: Here the local govemment has indicated an interest in establishing affordable house, Ce
However, by merely establishing affordable housing guidelines O approving. zohing réstrictions the

government has shown that it considers your activities to be:its burden, ‘Accordingly,.we are,
“unable to conclude that your activities can be considered charitable on this basis.. | Lo

- You'have also stated. that other grounds for examption may exigt bécau‘scyqi;xr,agtiviﬂeaact
to:lessen neighborhood tensions and eliminate. discrimination prejudice and c'(_:mmhpi;y;ﬁgter_lbration.
See Bm'f ‘Rul; 70-588, supra. -However, ng-have.nét-_pr"_ovideduaqy_'-jnforma_tiop ‘to:demonstrate that
" -: lysAr plopbsed. sctivities will have the:desired éffect. Yotir programs appear 10 be closar to. the
example'désoribed in situation #4. than any other situation: Thexeforé, s above you have not

. .estabiished that you- qualify for examption underisection 501(c)3) oftheCode Cel

BRI b OIS NI LS TR I




. Af;ewaingly as pmnouﬂ ' ted wa have concluded that you dono E;ualify for recognmon of
’ n under: section: BOj{o)(3) of: the Code because' you domot saiisiy etther the orgamzat:onal
2 _"onal tests of section 50!(c)(3) ) Qe

i

P Cdutfibuﬂbns t0 you are not deductible. under sect,iOQ' 170 W.ﬂ?f@.i(‘;?ﬁ#:‘%\fwgbféﬁﬁuiFed 1o file -
federal incorhe tax.fetuns.. o SRR AN -

tor
T

‘ou have the right to pmtest thas ruling if you believe it is mcoraeet To proegst you should
subm@ a statement of yourqwews, with a full explanation of your, feasonmg “Thig' istatemenit, signed

-; By:one of your principle officers, must be submitted. within .30 days from the date:of. thig fetter, You

-~ also, hzwe thie right.to a cmference in this- office. after your statement is: submitted You must’
‘aquest the ccnference, if. you want one, when ‘you file your protest statement you are to'be .
.!pfw by someone who is:not one of your principle officers, thar person will-fiead t-file a.
proper pewer of - attormney gnd- otherwusar qualify under our Confer and Practtce Procedures.

: you do ‘not protest this proposed ruling ina t:moly manner, ‘it wﬂl he consndarod by the
o Servbe "as'a failure to exhaust availablé administrative remedies. Secthn 7428(b)(2) of tha Code
'rovndes in part, that a declaratory judgement or decree under thls section shall-not be. issued.in

Lo ‘anv'pmeeodmg unless the Unltad States Tax Court; the U.S. Court of Federal Cimms, or-the District e
: Courtiofithe United States-for the District of Columbia determings that. the: :organization mvolved has .
—W -

_admtnisxrauve remedies available to it wnhm the lnternal Revenue Setvice

CL l V\w do not hear from you wuthm 30 days, thcs niling will bwome ﬂnal and ooples wm be
'forwafded {to your Key District Director. Thereaftar, any. quesuons about.your federal Hax stitus

m»aeoowance wtth secnon 8104(0) of the Code.

Smoerely

MW%

GarlandACarter LT
Chaef ExemptOrgamzat:ons
Techmcal Branch.2:

sholdbe-addressed to that office. Also, the. approgriate State, ofﬁcials will, be notrﬁed of this. action - F




